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The William Blair Emerging Markets Small Cap
Growth Fund (Class N shares) outperformed its
benchmark, the MSCI Emerging Markets Small Cap
Index (net), during the fourth quarter. Fourth quarter
outperformance was primarily driven by positive
stock selection across most sectors. Industrials
exposure was particularly beneficial, helped by Dilip
Buildcon Ltd and Graphite India Ltd. Dilip Buildcon is
a leading construction company in India with a focus
on the road sector. The shares advanced after India’s
Finance Minister announced an ambitious program
for roads and highways which would invest INR7.0tn
(more than USD100bn) for the construction of
83,677km of roads over the next five years. Graphite
India is a leading global manufacturer of graphite
electrodes. The share price advanced after the
company reported strong Q2FY18 numbers driven by
healthy topline growth and strong EBITDA.
SKC Kolon PI and Capitec Bank in the Materials and
Financials sectors were additional sources of
outperformance. SKC Kolon PI is the leading global
polyimide (PI) film maker with 22% market share,
and is benefiting from rising structural demand for
flexible printed circuit boards that use PI film. The
share price was supported by better-than-expected
3Q17 results and Management’s guidance for strong
sales growth driven by demand from Chinese
smartphone manufacturers. Capitec is a South
African bank with a growing micro-lending franchise.
The share price advanced alongside other domesticfocused banks and retail stocks amid the election of
Cyril Ramaphosa as the leader of South Africa's
African National Congress in mid-December.
Partially offsetting these positive effects were
negative stock selection in the Health Care sector, the
overweight allocation in Brazil along with
1 Listed holdings are presented to illustrate examples of the securities

that the Fund has bought and do not represent all of the Fund's holdings
or future investments. Information about the Fund's holdings should not
be considered investment advice. There is no guarantee that the Fund will
continue to hold any one particular security or stay invested in any one
particular sector. Holdings are subject to change at any time and are as of
the date shown above. Top ten holdings are shown as a percentage of
total net assets.
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Top 10 Holdings1 as of 12/31/17
Company Name
PSG Group Limited
Grupo Supervielle S.A.
PT Bank Tabungan Negara (Persero) Tbk
CVC Brasil Operadora e Agencia de
Viagens S.A.
Airtac International Group
Indraprastha Gas Limited
Minth Group Limited
Fuyao Glass Industry Group Co., Ltd
ING Life Insurance Korea Ltd
Gourmet Master Co. Ltd.
Total Top 10

% of Fund
2.1%
1.7%
1.6%
1.5%
1.5%
1.4%
1.4%
1.4%
1.4%
1.3%
15.3%

underweight allocation in the Materials sector.
Within the Health Care sector, unowned South
Korean biotech company SillaJen detracted from
relative results, as its share price advanced 123% in
USD terms during the quarter, bolstering Index
performance.

Market Review & Outlook

The 2017 market environment was characterized by
strong and accelerating global economic growth. The
broadening nature of growth was particularly
noteworthy, as evidenced by strengthening industrial
production volumes across the world. Corporate
earnings results were bolstered by the expanding
economic environment, providing a tailwind for
investors. Beyond improving corporate performance,
major national elections, especially in Europe,
produced outcomes favorable for continued growth.
Risk assets led the markets in 2017. Emerging
markets—which received oxygen from a weak U.S.
dollar—performed the strongest, returning 36.8% in
USD terms, as measured by the MSCI EM IMI.
Developed markets also performed well, advancing
22.4% for the year (MSCI World IMI). China (+50.7%)
drove emerging markets’ performance to a significant
extent, with additional contributions from South
Korea (+46.0%), India (+43.7%), Poland (+53.6%),
Chile (+43.3%) and South Africa (+34.0%)—
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illustrating the breadth of gains across the EM
landscape.
From a global sector perspective, technology led by a
significant margin in 2017, advancing 41.0% for the
year (as measured by MSCI ACWI IMI), far outpacing
the second best performer, materials, which gained
29.3%. Within technology, the software and services
industry returned 42.2%, followed by
semiconductors and equipment (+42.0%) and
technology hardware and equipment (+37.8%). In
contrast, energy (+5.2%) and telecom (+8.2%) were
the worst performing sectors for the year.
The performance of William Blair’s proprietary
quantitative models demonstrated that momentum,
earnings trend and growth style factors
outperformed during 2017, while fundamental
volatility, quality and valuation factors
underperformed. These style trends were more
pronounced within emerging markets.
Underpinning 2017 performance was a broadening
of growth in both developed and emerging markets,
which we have not seen in more than a decade. As
growth broadened, it also strengthened. Year-overyear growth in industrial production volumes, a
proxy for growth, ranged from 3% in the United
States to 8% in Brazil.
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Sudden inflationary pressures and wage growth
acceleration would likely alter investor return
expectations, driving bond yields and volatility
materially higher, while potentially triggering equityleadership rotation both across and within sectors.
Financials would be expected to benefit from higher
rates, for example, but increased caution would be
warranted for financially-leveraged companies. We
want to be mindful of this.
Reflecting on some of the preeminent growth themes
of 2017, including technology and the rise of
innovation in China, we are optimistic. Despite the
growing likelihood of a cyclical slowdown within the
technology sector, we believe that strong secular
growth will continue.
From a geographic perspective, we believe that
emerging markets continue to offer attractive
investment opportunities heading into 2018. In
particular, there are abundant opportunities to invest
in China’s growth, but we are mindful of the
significant share-price gains in 2017 from the
perspective of near-term momentum reversal risk.

When global growth drives expansion, it shows up in
corporate earnings. In 2017, returns were driven
predominantly by corporate earnings growth as
opposed to price-to-earnings multiple expansion.
That is not to say that multiple expansion was
completely absent. Delving deeper into the sectoral
composition of returns, Europe and the United States
benefited from P/E expansion during the year, which
we would expect in response to stronger growth
performance.
The synchronized global recovery is well understood,
and global growth remains firm. For us, though, it is
important to understand the nature of the cycle and
how far we are into it. The low-volatility regimes we
have experienced in the equity and fixed-income
markets carry potential risks. When change comes, it
will likely be difficult, because we have been shielded
from natural cyclical behavior—from negative
economic and market forces—for some time.
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Performance cited represents past performance. Past performance
does not guarantee future results and current performance may be
lower or higher than the data quoted. Returns shown assume
reinvestment of dividends and capital gains. Investment returns and
principal will fluctuate with market and economic conditions and you
may have a gain or loss when you sell shares. For the most current
month-end performance information, please call +1 800 742 7272, or
visit our Web site at www.williamblairfunds.com. Class N shares are
available to the general public without a sales load. Class I shares are
available only to investors who meet certain eligibility requirements.

DISCLOSURE
The Fund involves a high level of risk and may not be appropriate for everyone. You should only consider it for the
aggressive portion of your portfolio. The Fund’s returns will vary, and you could lose money by investing in the Fund.
The Fund holds equities which may decline in value due to both real and perceived general market, economic, and
industry conditions. Investing in securities of smaller companies tends to be more volatile and less liquid than securities
of larger companies. International investing involves special risk considerations, including currency fluctuations, higher
volatility, lower liquidity, economic and political risk. Investing in emerging markets can increase these risks. The
securities of emerging market companies may be subject to greater volatility and less liquidity than companies in more
developed markets. Individual securities may not perform as expected or a strategy used by the Adviser may fail to
produce its intended result. Currency rates may fluctuate significantly over short periods of time and may reduce the
returns of a portfolio. Convertible securities may be called before intended, which may have an adverse effect on
investment objectives.
The Morgan Stanley Capital International (MSCI) Emerging Markets Small Cap Index (net) is a free float-adjusted market
capitalization index that is designed to measure equity market performance of small cap companies in emerging
markets. This series approximates the minimum possible dividend reinvestment. The Index is unmanaged, does not
incur fees or expenses, and cannot be invested in directly.
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after careful
consideration of an investor’s objectives, guidelines, and restrictions.
Please carefully consider the Fund’s investment objectives, risks, charges, and expenses before investing. This and
other information is contained in the Fund’s prospectus, which you may obtain by calling 1-800-742-7272. Read it
carefully before you invest or send money. Investing involves the risk of loss.
Distributed by William Blair & Company, L.L.C., member FINRA/SIPC
Copyright © 2018 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair & Company,
L.L.C.
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